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(1) the security is not reasonably adapted to 
the security structure of the declarant and 
other companies in the same holding-company 
system; 

(2) the security is not reasonably adapted to 
the earning power of the declarant; 

(3) financing by the issue and sale of the par-
ticular security is not necessary or appro-
priate to the economical and efficient oper-
ation of a business in which the applicant law-
fully is engaged or has an interest; 

(4) the fees, commissions, or other remu-
neration, to whomsoever paid, directly or indi-
rectly, in connection with the issue, sale, or 
distribution of the security are not reason-
able; 

(5) in the case of a security that is a guar-
anty of, or assumption of liability on, a secu-
rity of another company, the circumstances 
are such as to constitute the making of such 
guaranty or the assumption of such liability 
an improper risk for the declarant; or 

(6) the terms and conditions of the issue or 
sale of the security are detrimental to the 
public interest or the interest of investors or 
consumers. 

(e) Declaration regarding alterations, priorities, 
voting power, and other rights of security 
holders 

If the requirements of subsection (g) of this 
section are satisfied, the Commission shall per-
mit a declaration to become effective regarding 
the exercise of a privilege or right to alter the 
priorities, preferences, voting power, or other 
rights of the holders of an outstanding security 
unless the Commission finds that such exercise 
of such privilege or right will result in an unfair 
or inequitable distribution of voting power 
among holders of the securities of the declarant 
or is otherwise detrimental to the public inter-
est or the interest of investors or consumers. 

(f) Order permitting declaration to become effec-
tive 

Any order permitting a declaration to become 
effective may contain such terms and conditions 
as the Commission finds necessary to assure 
compliance with the conditions specified in this 
section. 

(g) Compliance with State laws as condition to 
permission of effectiveness 

If a State commission or State securities com-
mission, having jurisdiction over any of the acts 
enumerated in subsection (a) of section 79f of 
this title, shall inform the Commission, upon re-
quest by the Commission for an opinion or 
otherwise, that State laws applicable to the act 
in question have not been complied with, the 
Commission shall not permit a declaration re-
garding the act in question to become effective 
until and unless the Commission is satisfied 
that such compliance has been effected. 

(Aug. 26, 1935, ch. 687, title I, § 7, 49 Stat. 815.) 

TRANSFER OF FUNCTIONS 

For transfer of functions of Securities and Exchange 

Commission, with certain exceptions, to Chairman of 

such Commission, see Reorg. Plan No. 10 of 1950, §§ 1, 2, 

eff. May 24, 1950, 15 F.R. 3175, 64 Stat. 1265, set out under 

section 78d of this title. 

CROSS REFERENCES 

Rules and regulations, authority of Commission to 

make, issue, amend, and rescind, see section 79t of this 

title. 

Unlawful transactions by registered companies ex-

cept in accordance with declaration effective under this 

section, see section 79f of this title. 

SECTION REFERRED TO IN OTHER SECTIONS 

This section is referred to in section 79f of this title. 

§ 79h. Acquiring interest in electric and gas com-
panies serving same territory 

Whenever a State law prohibits, or requires 
approval or authorization of, the ownership or 
operation by a single company of the utility as-
sets of an electric utility company and a gas 
utility company serving substantially the same 
territory, it shall be unlawful for a registered 
holding company, or any subsidiary company 
thereof, by use of the mails or any means or in-
strumentality of interstate commerce, or other-
wise— 

(1) to take any step, without the express ap-
proval of the State commission of such State, 
which results in its having a direct or indirect 
interest in an electric utility company and a 
gas utility company serving substantially the 
same territory; or 

(2) if it already has any such interest, to ac-
quire, without the express approval of the 
State commission, any direct or indirect in-
terest in an electric utility company or gas 
utility company serving substantially the 
same territory as that served by such compa-
nies in which it already has an interest. 

(Aug. 26, 1935, ch. 687, title I, § 8, 49 Stat. 817; 
Dec. 4, 1987, Pub. L. 100–181, title IV, § 401, 101 
Stat. 1259.) 

AMENDMENTS 

1987—Pub. L. 100–181 substituted ‘‘otherwise—’’ for 

‘‘otherwise,—’’. 

CROSS REFERENCES 

Approval of unlawful or detrimental acquisitions 

barred, see section 79j of this title. 

§ 79i. Acquisition of securities and utility assets 
and other interests 

(a) Acquisition prohibited prior to Commission 
approval 

Unless the acquisition has been approved by 
the Commission under section 79j of this title, it 
shall be unlawful— 

(1) for any registered holding company or 
any subsidiary company thereof, by use of the 
mails or any means or instrumentality of 
interstate commerce, or otherwise, to acquire, 
directly or indirectly, any securities or utility 
assets or any other interest in any business; 

(2) for any person, by use of the mails or any 
means or instrumentality of interstate com-
merce, to acquire, directly or indirectly, any 
security of any public-utility company, if such 
person is an affiliate under clause (A) of para-
graph (11) of subsection (a) of section 79b of 
this title, of such company and of any other 
public utility or holding company, or will by 
virtue of such acquisition become such an af-
filiate. 


